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,QODVWIHZGHFDGHVDSDUWLFXODUVHFWLRQRIHFRQRPLFUHVHDUFKH[FHSWLRQDOO\
UDLVHGFRQFHQWUDWLRQWRWKHGUDZEDFNVRIWKHQHRFODVVLFDOVFKRRORIHFRQRPLFV
DQGFRQWULEXWHV WR WKHGHYHORSPHQWRIHPSLULFDO UHVHDUFKRQEHKDYLRXUDO
HFRQRPLFV7KHIXQGDPHQWDOPRWLYDWLRQRIEHKDYLRXUDOHFRQRPLFVLVEDVHG
RQ WKH FRJQLWLYHELDV DQG WKH LUUDWLRQDOLW\ IDFW7KH WUDGLWLRQDO VXSSO\
GHPDQGIUDPHZRUNLVDSHUIHFWLRQRIHTXLOLEULXPDQGWKHEDODQFHRISK\VLFDO
DVVHWHPSOR\PHQW+RZHYHU WKHHYLGHQFHV LQGLFDWH WKHGXDOLW\RIFRQFHSW
LQFOXGLQJREMHFWLYHDQGVXEMHFWLYHPHDVXUHV2EMHFWLYHPHDVXUHVUHIHUWRWKH
EDODQFHRIH[LVWLQJIOHHWDQG WKHGHPDQGIRUFDUJRVKLSPHQWVLHVXSSO\
GHPDQGIUDPHZRUN7KHUHIRUHDVXUSOXVRIDQ\VLGHRIEDODQFHSUHVHQWVD
SULFHFKDQJHWLOOWKHVL]HRIERWKHQGVGLIIHUV7KLVLVDNLQGRIVFDOHRULHQWHG
LQWHUSUHWDWLRQRI WKHPDUNHWG\QDPLFV7KHVXSSO\GHPDQGIUDPHZRUN LV
DWWULEXWHGDQXPEHURIDVVXPSWLRQVVXFKDVWKHUDWLRQDOLW\SULQFLSOHPDUNHW
HIILFLHQF\DPRQJRWKHUV2Q WKHRWKHUKDQGVXEMHFWLYHPHDVXUHV UHIHU WR
WKHEHKDYLRXUDODVSHFWVRIVWDNHKROGHUV LQ WKHPDUNHWSODFHZKLFKPD\IDLO
3DUHWRRSWLPDOLW\6LQFHWKHPDLQVWUHDPHFRQRPLFSHUVSHFWLYHLVIUDPLQJWKH
XQGHUO\LQJV\VWHPDQGLW LVEDVHGRQVHYHUDODVVXPSWLRQVZKLFKPDUJLQDOLVH
WKHPDUNHWSODFH WKHUHDUHPDQ\PDUNHW IDLOXUHV LQ WKHVHQVHRI LVRODWHG
PDUNHWDQGKRPRHFRQRPLFXVDFWRUV
7KHUHLVDVWUHDPRIVWXGLHVLQGLFDWHGWKHRUHWLFDODQGHPSLULFDOUDWLRQDOHRI
WKHEHKDYLRXUDOHFRQRPLFV7KHPRWLYDWLRQEHKLQGWKHEHKDYLRXUDOHFRQRPLFV
LV UDLVHGIURPWKHFRJQLWLYHDQGHPRWLRQDO IDFWRUVRQHFRQRPLFGHFLVLRQV
RIDFWRUV LQPDUNHWSODFHV2QHRI WKH ILUVWFRQWULEXWLRQVRQEHKDYLRXUDO
HFRQRPLFVLVLQGLFDWHGE\$GDP6PLWKLQKLVVHPLQDOZRUNWLWOHG³WKHWKHRU\
RIPRUDOVHQWLPHQWV´$OWKRXJKWKLVVWXG\VWDWHGWKHUROHRISV\FKRORJLFDO
IDFWRUVDQGSHUFHSWLRQV LQHFRQRPLF OLIH WKHVXEVHTXHQWHFRQRPLF WKHRU\
LVSURSRVHGXQGHU WKHDVVXPSWLRQVDQGSHUIHFWLRQVZKLFK IXQGDPHQWDOO\
FRQVLGHUUDWLRQDODFWRUVRIVHOILQWHUHVW.DKQHPDQDQG7YHUVN\GLVFXVVHG
WKHFRJQLWLYHSV\FKRORJ\DQGSDUWLFXODUO\VWUHVVHG WKHGLVSDULWLHVRIQHR
FODVVLFDOHFRQRPLFWKHRU\EDVHGRQWKHDFWLRQVRIPDUNHWSOD\HUVDQGLQYHVWRUV
ZKLFKLVDVRUWRIUHSOLFDWLRQRIWKH³LQYLVLEOHKDQG ´PHWDSKRULQWKHVHQVHRI
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,QWKHODVWFHQWXU\ERRPEXVWF\FOHVKDYHEHHQIUHTXHQWO\LQÀXHQFHG
WKH¿QDQFLDOPDUNHWVDQGWKHPDMRUGULYHUVRIWKHVHF\FOHVDUHXVXDOO\UHIHUUHG
WR WKHKHUGEHKDYLRXUDQGVSHFXODWLYHQDWXUHRIHFRQRPLFV,QHFRQRPHWULF
PRGHOVLPPHDVXUDEOHYDULDEOHSXUHMXGJPHQWDOIDFWRUVLVLQGLFDWHGDVDSDUW
RIWKHRUHWLFDOPRGHOZKLOHLWLVLJQRUHGLQPRGHOHVWLPDWLRQVLQFHLWFDQQRWEH
QXPHULFDOO\UHSUHVHQWHG+RZHYHUQRERG\LVUHDOO\VXUHWKDW WKHSRUWLRQRI
WKHVHIDFWRUVDQGZKHWKHULWLVVWURQJHQRXJKWRFKDQJHUHVXOWVGUDPDWLFDOO\
7KLVSDSHUGHDOVZLWKWKHUDWLRQDOHRILUUDWLRQDOLW\LQVKLSSLQJEXVLQHVVDQG
SURSRVHVDQXPEHURIWKHRUHWLFDODQGHPSLULFDOLQYHVWLJDWLRQVRIEHKDYLRXUDO
FRQFHSW
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7KHFULWLFLVPRI WKH WUDGLWLRQDO HFRQRPLFSHUVSHFWLYH LVXVXDOO\ IRXQG
H[WUDRUGLQDU\DQGEHKDYLRXUDO ILQDQFH LV WKRXJKW WREH LQWHUHVWHG LQ WKH
PDUJLQDOWRSLFVZKLFKGRQRWGLVSRVHWKHH[LVWLQJDSSURDFK+RZHYHUPDQ\
HPSLULFDOHYLGHQFHVRIVHQWLPHQWDODVSHFWVDUHDGGUHVVHGIURPGD\ WRGD\
DQGWKHILQDQFLDOFULVLVDOVRDVVHWEXEEOHVIRVWHUHGWKHJUHDWHU LPSDFWVRI
VXEMHFWLYHFKDSWHURI WUDQVDFWLRQVZKLFK LVQRWHVWLPDWHG LQVXFKVFRSHVR
IDU7KHWHUP³irrational exuberance´LVILUVWXVHGE\$ODQ*UHHQVSDQ WKH
IRUPHUFKDLUPDQRI86)HGHUDO5HVHUYH%RDUG WR LOOXVWUDWH WKHPDUNHW
DQRPDOLHVXQGHUWKHFDVKVXUSOXVDQGKLJKOHYHOOLTXLGLW\,QYHVWRUVVHHPWR
EHLPSDWLHQWIRU WKHWKHRUHWLFDO LQYHVWPHQW WLPLQJDQGXQGHU WKHKLJKOHYHO
OLTXLGLW\DQRYHUFRQ¿GHQFHDQGRSWLPLVPOHDGWRLUUDWLRQDOLQYHVWPHQWVHYHQ
WKHKLVWRULFDOHYLGHQFHVVLJQL¿FDQWO\LQGLFDWHLWVLQDGHTXDWHSHUFHSWLRQ
7KHLUUDWLRQDOLW\SKHQRPHQRQLVGHULYHGIURPWKHXQGHUO\LQJFRJQLWLYHELDV
VXFKDVIUDPLQJELDVDQFKRULQJRYHUFRQILGHQFHIRFXVLQJHIIHFWKLQGVLJKW
ELDV ORVVDYHUVLRQSODQQLQJELDVHQGRZPHQWHIIHFWDPRQJRWKHUV2QH
RISDUWLFXODUH[DPSOHVRI LUUDWLRQDOLW\LVGLVFXVVHGE\/DYHUW\DVDSDUWRI
VKRUWWHUPLVP,QWKHFODVVLFDOGLVFRXQWHGFDVKÀRZDQDO\VLVDGLVFRXQWUDWH
LVXVHGWRGHÀDWHIXWXUHFDVKÀRZVDQGWR¿QGWKHLUSUHVHQWYDOXH+RZHYHU
WKHH[LVWLQJWUDGLWLRQXQGHUYDOXHV WKHIXWXUHFDVKIORZVDQGRYHUYDOXHV WKH
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.QRZOHGJHWR$FWLRQ$V\PPHWU\LQ6KLSSLQJ$VVHW0DQDJHPHQW
QHDU IXWXUHZKLFKPD\FDXVHDQRSSRUWXQLW\ ULVNGXH WR WKHFXUUHQW VWDWH
RI HFRQRP\RU WKHEXVLQHVV VWUXFWXUH0DQ\ LQYHVWPHQWVKDYHQHJDWLYH
FDVKIORZVDW WKHEHJLQQLQJZKLOHPD\H[SRVHDQH[WUHPHJURZWKDIWHUD
PDWXULW\SHULRG HJHVWDEOLVKPHQWRIFXVWRPHU OR\DOW\PDQXIDFWXULQJD
QHZWHFKQRORJLFDOSURGXFW,QFDVHRIVKLSLQYHVWPHQWVQHJDWLYHFDVKÀRZV
FDQEHH[SHFWHGIRUWKHLQLWLDO\HDUVEDVHGRQWKHGHEW¿QDQFHKLJKLQWHUHVW
SD\PHQWVZKLOHLWPD\SURGXFHDYHU\SUR¿WDEOHEXVLQHVVLQORQJUXQ
'XUXDOVRDGGUHVVHG WKHQDWXUHRI LUUDWLRQDOLW\ LQ WKHVKLSSLQJEXVLQHVV
LQ WHUPVRI LPSDWLHQWFDSLWDOSKHQRPHQRQ7KHFODVVLILFDWLRQRIEXVLQHVV
DSSURDFKHVLVGLYLGHGLQWRWZRPDLQSHUVSHFWLYHV,PSDWLHQWFDSLWDODQGORQJ
WHUPFRPSHWLWLYHQHVV7KHUROHRI LPSDWLHQWFDSLWDO LVXVXDOO\IRXQGDW WKH
SHDNPDUNHWFRQGLWLRQVZLWKWKHFDVKDEXQGDQFHDQGLQYHVWRUVPLVLQWHUSUHW
WKHPDUNHW7KH³WKLVWLPHLVGLIIHUHQW´LOOXVLRQIUHTXHQWO\PLVOHDGVWKHPDUNHW
SOD\HUVDQGDKHUGEHKDYLRXU LV LUUDWLRQDOO\VSDUNHG WR LQYHVW WKHH[LVWLQJ
FDSLWDODFFXPXODWLRQVHYHQWKHKLVWRULFDOIDFWWHOOVDGLIIHUHQWVWRU\
$ERXW WKH LQFHQWLYHV WKH0RUDO+D]DUGDQG$GYHUVH6HOHFWLRQSUREOHPV
DUHDOVRXQDYRLGDEOHIDFWRUVZKLFKH[LVW LQ WKHPDQDJHULDO OHYHODQGFDXVH
LUUDWLRQDORXWFRPHV ,Q WKH UHFHQW\HDUV VKLSSLQJEXVLQHVVGUDPDWLFDOO\
H[SDQGHGDQG WKHSXEOLFRIIHULQJVKDVJURZQ UDSLGO\7KHFRQYHQWLRQDO
LQYHVWRU LQ VWRFNPDUNHWV LVXVXDOO\PRWLYDWHGZLWK WKH VKRUWWHUPJDLQV
DQG WHQGV WRSHUIRUPPDQ\ WUDQVDFWLRQV LQ VKRUWUXQZKLOH LJQRULQJ WKH
SHUIRUPDQFH LQ ORQJUXQ7KHUHIRUH WKH VWRFNPDUNHW WUDGHGFRPSDQLHV
DUHXQGHUSUHVVXUHVRIVKRUWWHUPLVP$FFRUGLQJO\ WKHPDMRUVKDUHKROGHUV
RYHUYDOXHWKHSHUIRUPDQFHRIWRSPDQDJHULQVKRUWUXQZKLOHXVXDOO\LJQRUH
WKHLUORQJUXQDFKLHYHPHQWVDQGPRWLYDWLRQV%RWKIDFWRUVH[WUHPHO\PLVOHDG
WKHWRSPDQDJHUVWRVHFXUHWKHLUSRVLWLRQVDQGWKH\WHQGWRIDVWHQVKRUWWHUP
JDLQVXQGHUWKHVKRUWYVORQJWHUPWUDGHRIIV$GYHUVHDQGXQHWKLFDOVHOHFWLRQV
DUHGHVLUDEOHZLWKWKHDFFRXQWRILQIRUPDWLRQDV\PPHWU\0DQDJHUVDUHDEOH
WR UHDFKDOODYDLODEOH LQIRUPDWLRQEHKLQG WKHDSSDUHQWFRPSDQ\DQG WKHLU
SUHIHUHQFHVFDQEHLUUDWLRQDOWRHQVXUHWKHLULQGLYLGXDOUHSXWDWLRQZKLFKZLOO
GH¿QHWKHIXWXUHRIHQWLUHLQYHVWPHQW
$VWKHVHQVHRI'XUX¶VDSSURDFKWKH-DSDQHVHVKLSSLQJFRPSDQLHVDUH¿JXUH
E\WKHRSSRVLWHPRWLYDWLRQVDJHEDVHGVHQLRULW\ ORQJWHUPRULHQWDWLRQHWF
DQGWKLVSHUVSHFWLYHDOVRKDVLWVRZQGUDZEDFNVVXFKDVULJLGLW\RSSRUWXQLW\
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ULVNV LJQRULQJDVVHWSOD\DPRQJRWKHUV/RQJ WHUPFRPSHWLWLYHQHVVDQG
FXVWRPHUVDWLVIDFWLRQDUHWKHPDLQGULYHUVRIWKHEXVLQHVVLQWKLVSHUVSHFWLYH
,,,7KHRU\RI,UUDWLRQDO6KLSSLQJ0DUNHWV
7KH WKHRU\RI LUUDWLRQDOLW\ LV WKRXJKW WREHXVHIXO IRU LOOXVWUDWLQJ WKH
FLUFXPVWDQFHVRI WKH LUUDWLRQDOLW\SKHQRPHQRQ LQVKLSSLQJEXVLQHVV7KH
PDMRUGH¿QLWLRQRIWKHWKHRU\LVEDVHGRQWKHVWHSEHWZHHQ³.QRZ+RZ´DQG
³.QRZ:K\´RU WKHSXUHNQRZOHGJHDQGWKHDFWLRQNQRZOHGJH7KHWKHRU\
VWURQJO\DUJXHVWKDWWKHH[LVWLQJVKLSSLQJEXVLQHVVVHQWLPHQWVDUHPRWLYDWHG
ZLWK WKH LUUDWLRQDOH[XEHUDQFHDQGFRJQLWLYHELDVHVDUH WKHFRUHUHDVRQIRU
LUUDWLRQDOLW\
)LJXUH  LQWURGXFHV WKH FRQFHSW RI WKH WKHRU\ZKLFK D W\SHRI F\FOH
EHJLQQLQJ IURP LQIRUPHG WRXWLOLVDWLRQRINQRZOHGJH$FFRUGLQJ WR WKH
SURSRVHGWKHRU\6KLSSLQJPDUNHWGDWD LVFROOHFWHGDWILUVW WKHQWKHGDWD LV
FRPSLOHGIRUGHULYLQJVKLSSLQJPDUNHW LQIRUPDWLRQZKLFKLVZKDWVKLSSLQJ
UHVHDUFKFRPSDQLHVGR,QDFDGHPLFSHUVSHFWLYHPRGHOVRIVKLSSLQJPDUNHWV
DUHGHYHORSHGEDVHGRQ WKH WKHRUHWLFDOFRQFHSW)RUH[DPSOH WKHF\FOLF
EHKDYLRXURIVKLSSLQJPDUNHWVLVZHOONQRZQDQGLWLVDSDUWJOREDOEXVLQHVV
F\FOHV7KLVLVZKDWZHFDOO³.QRZ+RZ´7KHSDUWLFXODUNQRZOHGJHDERXW
WKHVKLSSLQJPDUNHWLVFUHDWHGDQGLPSURYHGDWWKLVVWDJH
$FULWLFDOGHYLDWLRQPD\H[LVWDIWHUEXLOGLQJ WKHNQRZOHGJHDW WKLVSRLQW
:KHQWKHNQRZOHGJHLVEHLQJDSDUWRIEXVLQHVVSUDFWLFH WKHQZHZLOOFDOO
LWDV³SUDFWLVLQJNQRZOHGJH´RU³DFWLRQNQRZOHGJH´+RZHYHUFRJQLWLYH
ELDV LQIOXHQFHVRXU MXGJPHQWVDQGZHPD\RPLW WKHH[LVWLQJNQRZOHGJH
0DLQVWUHDPSUHIHUHQFHVKHUGEHKDYLRXUDQG ODFNRIVHOIFRQILGHQFHPD\
WULJJHUVXFKNLQGRI LUUDWLRQDOLWLHV LQVRFLHWLHV9HU\KLJKSULFHHODVWLFLW\RI
GHPDQGLVDQ LQGLFDWRURI LUUDWLRQDOLW\ LQEXVLQHVVPDUNHWV&RQVXPHUVGR
QRWFDUHDERXW WKH OHYHORISULFHDQGVWLOOEHDSRWHQWLDOEX\HURISURGXFW
2QFHGHYLDWLRQH[LVWV WKHQZHZLOOFDUU\RQIXUWKHUDQDO\VLVDQGGHYHORS
QHZPRGHOVWLOOWKHPDUNHWSOD\HUVFRQVLGHUWKHNQRZOHGJHFDUHIXOO\DQGWKH
PDUNHWLVVWDELOLVHG:KHQHQRUPRXVSULFHÀXFWXDWLRQVGLVDSSHDUUDWLRQDOLW\
LVVRPHZKDWHVWDEOLVKHGRQWKLVPDUNHWSODFH
048
,UUDWLRQDO([XEHUDQFH2YHUFRQ¿GHQFHDQG6KRUW7HUPLVP
.QRZOHGJHWR$FWLRQ$V\PPHWU\LQ6KLSSLQJ$VVHW0DQDJHPHQW
)LJXUH!7KHLUUDWLRQDOLW\FRQFHSWLQVKLSSLQJEXVLQHVV
$OWKRXJKSHRSOHLPSURYHWKHLUXQGHUVWDQGLQJDQGSURIHVVLRQLQPDULWLPH
HFRQRPLFV WKHVKLS LQYHVWPHQWVDUHSODFHG WKURXJK WKH MXGJPHQWDO ILOWHUV
DQGFRJQLWLYHELDVHVDUHYHU\HIIHFWLYHRQ WKLVSURFHVV$ UDWLRQDO DFWRU
(FRQVLVH[SHFWHGWRFRQVLGHUSRWHQWLDOULVNVVXFKDVWKHLQFRPLQJPDUNHW
FROODSVH8)EXWWKH\DUHLQGLYLGXDODFWRUVZLWKHPRWLRQV+XPDQV:LWKRXWD
SURIRXQGNQRZOHGJHDERXWEHKDYLRXUDOHFRQRPLFVDQGWKHPVHOYHVLUUDWLRQDO
H[XEHUDQFHDQGRWKHUFRJQLWLYHWXUEXOHQWDUHSRWHQWLDOGDQJHUVSDUWLFXODUO\LQ
WHUPVRI³QHJOHFWRISUREDELOLW\´3DUWLFXODUO\XQGHUXQFHUWDLQW\PDQ\SHRSOH
LJQRUHSUREDELOLWLHVDQGMXVWDVVXPHLWD¿IW\¿IW\FDVH$QRWKHUIRUPRIWKH
ELDVLV³JDPEOHU¶VIDOODF\´ZKLFKUHIHUVWRWKHEHOLHIRIVPDOOVDPSOHRUVKRUW
UXQRXWFRPHLVUHSUHVHQWDWLYHRIWKHODUJHUSRSXODWLRQRUORQJUXQRXWFRPH
,QFDVHRI VKLSSLQJPDUNHWDVVHVVPHQWJDPEOHU¶V IDOODF\ LV LQFKDUJHRI
RYHUYDOXLQJWKHVKRUWUXQÀXFWXDWLRQVDQGDVVXPLQJWKHWUHQGZLOOUHPDLQDV
LV+RZHYHUWKHVKLSSLQJPDUNHWVKDYHF\FOLFEHKDYLRXUDQGWKH.QRZ:K\
PD\GHILQH WKHFROOHFWLYHSV\FKRORJ\RIPDUNHWSOD\HUVUDWKHU WKDQDSXUH
.QRZ+RZZKLFKLVWKHREMHFWLYHSDUWRIWKHPDUNHW0DUNHWSV\FKRORJ\LV
GLVFXVVHGIRUWKHVKLSSLQJEXVLQHVVDQGWKHVXEMHFWLYHIDFWRUVDUHIRXQGYHU\
LQÀXHQWLDOEDVHGRQWKHPDUNHWHYLGHQFHV
&RJQLWLYHELDVSOD\VDNH\UROHRQWKHGHFLVLRQPDNHUV¶VWDQFHDQGNQRZQ
IDFWVFDQEH LJQRUHGRFFDVLRQDOO\$V LW LVGLVFXVVHG LQVHFWLRQ,,,QHZ
.RS
'XUXDQG<RVKLGD
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,UUDWLRQDO([XEHUDQFH2YHUFRQ¿GHQFHDQG6KRUW7HUPLVP
.QRZOHGJHWR$FWLRQ$V\PPHWU\LQ6KLSSLQJ$VVHW0DQDJHPHQW
EXLOGLQJRUGHUVDUHSODFHGLQKLJKSULFHVDOWKRXJKWKHSUREDELOLW\RIPDUNHW
FROODSVHLVYHU\KLJK.QRZ:K\GRHVQRWRQO\GHDOZLWKWKHREMHFWLYHSDUW
RI WKHPDUNHWEXWDOVRFRQVLVWVRIVXEMHFWLYH IDFWRUVDQG WKH UROHRIKHUG
EHKDYLRXU:LWKRXWDQ LQGHSWKDQDO\VLVDQGNQRZZK\ LQYHVWRUVVKRXOG
UHLQYHVWLJDWHWKHPDUNHWWRUHYLVHH[LVWLQJPRGHOVIRUWKHQHZUDWLRQDODFWRU
DWWULEXWHV6LQFHDFWRUVDUHLUUDWLRQDOPRGHOVZLOOQHHGUHYLVLRQVIUHTXHQWO\
DQGWKH\MXVW¿JXUHRXWWKHREMHFWLYHSDUW7KHH[LVWLQJPRGHOVDUHEDVHGRQ
H[WULQVLFG\QDPLFVRI WKHPDUNHWV7KHLQWULQVLFG\QDPLFVDUHPRUHUHODWHG
ZLWK WKHPRWLYDWLRQVRIPDUNHWSOD\HUVDQG WKHDZDUHQHVVRI WKH ORQJUXQ
RXWFRPHV
,96WDWXVTXRRI,UUDWLRQDOLW\LQ6KLSSLQJ$VVHWVDQG
(PSLULFDO(YLGHQFH
7KHGLVFORVXUHRI LUUDWLRQDOLW\ SKHQRPHQRQ DW VKLSSLQJEXVLQHVV FDQ
EH LQYHVWLJDWHG IURP WKHQDWXUHRIEXVLQHVV DQG WKH HYLGHQFHVRI DVVHW
PDQDJHPHQW%HIRUH LQYHVWLJDWLQJ WKH LUUDWLRQDOLW\ LW LVEHWWHU WRGLVFXVVD
ZHOONQRZQDVVXPSWLRQRIVXSSO\GHPDQGIUDPHZRUN³,QGHSHQGHQFHRI
VXSSO\DQGGHPDQG´)UDPLQJDQGRXWOLQLQJDUHDNLQGRIFRQILQHPHQW LQ
WKHHFRQRPLFPRGHOVDQGWKH\DUHIUHTXHQWO\XVHGWRSURSRVHD WKHRU\2Q
WKHRWKHUKDQGPRGHOVXQGHUVXFKUHVWULFWLRQVGHDOZLWKWKHEURDGHUSLFWXUH
UDWKHUWKDQWKHSUDFWLFDOSUREOHPV7KHVKLSSLQJFRQWUDFWVLHFKDUWHUSDUWLHV
DUHDJUHHPHQWVEHWZHHQFKDUWHUHUVDQGVKLSEURNHUVIRUVKLSPHQWRIDFDUJR
,QPRVWFDVHVDQLQWHUPHGLDU\QDPHGVKLSEURNHULVVHUYHGWRIDFLOLWDWHVXFK
FRQWUDFWLQJSURFHGXUHVDQGQHJRWLDWLRQV%RWKHQGVDVVXPHWKDWWKHIDFLOLWDWRU
H[FKDQJHVDOODYDLODEOHLQIRUPDWLRQEHWZHHQFRQWUDFWRUVDQGFRPSOLHVZLWK
WKHHWKLFSULQFLSOHVRI LQWHJULW\ZKLFKDVVLJQKLPDVFUHGLEOH LQWHJULW\
DVVXPSWLRQ,WLVDPHDQLQJIXOIDFWWKDWWKH%DOWLF([FKDQJHXVHVWKHVORJDQ
³2XU:RUG2XU%RQG´WRH[SUHVVWKHLPSRUWDQFHRI LQWHJULW\2QWKHRWKHU
KDQG WKHUH LVQRVWULFWFRQWURORIHWKLFDODFFRUGDQFHRIVKLSEURNHUV LQ WKH
LQWHUQDWLRQDOEDVHDQGLWLVVLPSO\EDVHGRQEXVLQHVVUHSXWDWLRQ
7KHUHDUHDOVRWULFNLQJVWUXFWXUHVVXFKDVGXSOLFDWHGUHSUHVHQWDWLYHSUREOHP
'53ZKLFKPHDQVWKHVKLSEURNHUVHUYHVIRUVKLSRZQHUDQGFKDUWHUHUE\
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,UUDWLRQDO([XEHUDQFH2YHUFRQ¿GHQFHDQG6KRUW7HUPLVP
.QRZOHGJHWR$FWLRQ$V\PPHWU\LQ6KLSSLQJ$VVHW0DQDJHPHQW
HVWDEOLVKPHQWRI WKUHHGLVWLQFWFRPSDQLHV LH VXEFKDUWHULQJ)LJXUH
LOOXVWUDWHVWKHVWUXFWXUHRI'537KHFRQQHFWRUFRPSDQ\LVLGHQWL¿HGDVVKLS
RZQHU IRUFKDUWHUHU¶VVLGHDQG LW LVDFKDUWHUHU IRUVKLSRZQHU¶VVLGH7KH
IUHLJKWUDWH LV ILUVWQHJRWLDWHGEHWZHHQWKHSUDFWLFDOFKDUWHUHUDQGDUWLILFLDO
VKLSRZQHU &RQQHFWRU&RPSDQ\DQG WKHQDUWLILFLDO VKLSRZQHUDFWVDV
FKDUWHUHU WR WKHSUDFWLFDO VKLSRZQHU7KURXJK WKHSURFHVV IUHLJKW UDWH LV
QHJRWLDWHG WZLFHDQG WKHFRQQHFWRUFRPSDQ\EHQHILWVE\FROOHFWLQJKLJKHU
IUHLJKWUDWHVIURPFKDUWHUHUZKLOHSD\LQJOHVVWKDQLW LVDFWXDOO\DJUHHG7KH
UHJXODUFRPPLVVLRQVDUHDOVRLQYRLFHGDVXVXDO7KLVLVRQHRIWKHHYLGHQFHV
RIGHSHQGHQWVXSSO\GHPDQGQDWXUHRIVKLSSLQJEXVLQHVV,WLVYHU\GLI¿FXOWWR
H[SRVHDQGWRSURYHOHJDOO\VXFKDQRPDOLHVLQRYHUWKHFRXQWHUWUDQVDFWLRQV
)LJXUH!'XSOLFDWHGUHSUHVHQWDWLYHSUREOHP
,QWKHQHZEXLOGLQJPDUNHWPDQ\VKLS\DUGVKDYHWKHLURZQGHVLJQVHULHVDQG
WKHGHVLJQÀH[LELOLW\LVYHU\OLPLWHGEDVHGRQWKHVHULHVFRQVWUXFWLRQLHPDVV
SURGXFWLRQVWUDWHJ\3DUWLFXODUO\RYHU+DQG\VL]HWRQQDJHVFRPPRQGHVLJQV
DUHSUHVHQWHGWRFXVWRPHUIRUVHOHFWLRQ$SRVVLEOH WRQQDJHRURWKHUGHVLJQ
UHODWHGFKDQJHZLOOEHFRVWO\IRUVKLSRZQHUV7KHUHIRUHLWLVYHU\GLI¿FXOWWR
DVVXPHWKHLQGHSHQGHQFHRIVXSSO\DQGGHPDQGLQWKLVPDUNHWWRR$VXSSO\
RULHQWHGGHPDQGGH¿QHVWKHRUGHUERRNZKLFKLVDIRUPRIGHSHQGHQWGHPDQG
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,UUDWLRQDO([XEHUDQFH2YHUFRQ¿GHQFHDQG6KRUW7HUPLVP
.QRZOHGJHWR$FWLRQ$V\PPHWU\LQ6KLSSLQJ$VVHW0DQDJHPHQW
%RWKPDUNHWHI¿FLHQF\DQGSHUIHFWFRPSHWLWLRQDUHVRPHZKDWGHFOLQHGXQGHU
WKHVHFRQVLGHUDWLRQV
$FKDQJHPDNLQJVWXG\LVSUHVHQWHGE\$NHUORIDQGWKHWHUP³PDUNHWIRU
OHPRQV´KDVEHFRPHDMDUJRQWRLOOXVWUDWH WKHLQIRUPDWLRQDV\PPHWU\7KH
FULWLFLVPRI$NHUORISDUWLFXODUO\DGGUHVVHGWKHFRQWUDGLFWLRQVEHWZHHQKLGGHQ
DQGDSSDUHQWIDFWVRIDSURGXFWRUVHUYLFH:KDWLIVXFKFRQWUDGLFWLRQVH[LVW
LQWKHVKLSVDOHDQGSXUFKDVHRUSHULRGFKDUWHUPDUNHWV",QERWKPDUNHWV LW
LVYHU\GLI¿FXOW WRLQYHVWLJDWHWKHWHFKQLFDOFRQGLWLRQRIVKLSVHYHQE\YHU\
UHOLDEOHDQGH[SHULHQFHGVXUYH\RUV:HFDQQRWFRQ¿UPPDQ\RILQIRUPDWLRQ
SURYLGHGWRXVDQGZHFDQQRWEHVXUHZKHWKHUWKHUHLVLPSOLFLWLQIRUPDWLRQ
,QIRUPDWLRQ LV DVVXPHG DV V\PPHWULF LQPRVW FDVHZKLOH LWPLJKW EH
DV\PPHWULF
$V LQPDQ\RWKHUHFRQRPLFV\VWHPVVKLSSLQJPDUNHWVDUH LQIOXHQFHGE\
LUUDWLRQDOLW\DQGXQH[SHFWHGSULFHERRPVDQGPDUNHWFUDVKDUHOHDGHGE\WKH
QDWXUHRILUUDWLRQDODFWRULQWKHPDUNHWSODFH)RULQYHVWLJDWLQJWKHQDWXUHRI
LUUDWLRQDOLW\WKHVRXUFHRINQRZOHGJHDQGLWVSUDFWLFDOXVHVKRXOGEHGLVFXVVHG
EDVHGRQWKHZLVGRPKLHUDUFK\
:LVGRP+LHUDUFK\DQG$FWLRQ.QRZOHGJH
2QHRIWKHIXQGDPHQWDOIRXQGDWLRQVRILQIRUPDWLRQVFLHQFHLV WKHZLVGRP
KLHUDUFK\ LHNQRZOHGJHKLHUDUFK\RU LQIRUPDWLRQKLHUDUFK\ZKLFK LVD
IUDPHZRUNWRFODVVLI\WKHIXQFWLRQDQGWKHGHJUHHRINQRZOHGJH$OWKRXJK
WKHUHDUHVRPHYDULDWLRQVDPRQJWKHOLWHUDWXUHWKHPRVWEDVLFVWUXFWXUHRIWKH
KLHUDUFK\LVEDVHGRQ'DWD,QIRUPDWLRQ.QRZOHGJHDQG:LVGRP',.:
7KHUHIRUHDQDFURQ\P',.:KLHUDUFK\LVIUHTXHQWO\XVHGIRUH[SUHVVLQJWKH
VDPHPHDQLQJ',.:KLHUDUFK\EULHÀ\LOOXVWUDWHVWKHSURFHVVRIJHQHUDWLQJ
NQRZOHGJHDQGKRZWRVHWWOHZLVGRPRIDVFLHQFHRUV\VWHP7KHGLIIHUHQFH
EHWZHHQWKHVHOHYHOVLVXVXDOO\¿JXUHGE\WKHPDMRUTXHVWLRQV'DWDKDVQR
TXHVWLRQVDQGLWLVMXVWDYDOXHDQGUHFRUG,QIRUPDWLRQDVNV³:KDW"´.QRZ
ZKDWZKLOH.QRZOHGJHDVNV ³+RZ"´ .QRZKRZ:LVGRP LV DPRUH
LQWHOOHFWXDOSHUVSHFWLYHZKLFKDVNV³:K\"´.QRZZK\7KHMDUJRQNQRZ
KRZLVIUHTXHQWO\XVHGWRH[SUHVVWKHLQWHOOLJHQFHH[SHULHQFHDQGSURIHVVLRQ
$UHFHQWLQWHUSUHWDWLRQLVSUHVHQWHGE\5RZOH\11)5RZOH\DOVRLQGLFDWHVWKH
$NHUORI
5RZOH\SS
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,UUDWLRQDO([XEHUDQFH2YHUFRQ¿GHQFHDQG6KRUW7HUPLVP
.QRZOHGJHWR$FWLRQ$V\PPHWU\LQ6KLSSLQJ$VVHW0DQDJHPHQW
UHGXFWLRQRISURJUDPPLQJFDSDELOLW\DQGDOJRULWKPEXLOGLQJE\WKHLQFUHDVLQJ
OHYHORILQWHOOHFWXDODFFXPXODWLRQRUWKHGHFUHDVLQJJDSEHWZHHQWKHZLVGRP
DQGFXUUHQWSRVLWLRQ ,QRWKHUZRUGV WKLV VWDWHPHQW LQGLFDWHV WKH UROHRI
VHQWLPHQWVDQGOLPLWDWLRQVRIUXOHEDVHGUHSUHVHQWDWLRQV LQKLJKHU OHYHOVRI
LQWHOOHFWXDOLW\:KLOHGDWDLVREMHFWLYHIDFWVVXEMHFWLYLW\KDVDFULWLFDOUROHLQ
IXUWKHUVWHSV
7KHUROHRIVXEMHFWLYLW\FDQDOVREHGHULYHGIURPWKHIDFW WKDWNQRZOHGJH
GRHVQRWVLJQLILFDQWO\FRQWULEXWH WR WKHDFWLRQ LQVHYHUDOFDVHV.LU]QHU
GLVFXVVHG WKHDFWLRQNQRZOHGJHDQG WKHGLVSDULWLHVEHWZHHQNQRZQIDFWV
DQGSUDFWLFH6RPHNQRZOHGJH LVJDLQHGIURPSURFHVVHVH[SHULHQFHVHWF
+RZHYHUSUDFWLFLQJNQRZOHGJH LVDQRWKHUGLPHQVLRQRI',.:KLHUDUFK\
,QHFRQRPLF UHVHDUFK VXFKNLQGRIGLVSDULW\ LVSDUWLFXODUO\ LQGLFDWHGE\
EHKDYLRXUDO HFRQRPLVWV VLQFH WKH UDWLRQDO DFWRU LV H[SHFWHG WRSUDFWLFH
DFFRUGLQJWRWKHNQRZQIDFWV.DKQHPDQGLVFXVVHVWKHRYHUFRQILGHQFHLQ
HFRQRPLFVDQGWKHUHDVRQRIRYHUFRQ¿GHQFHLVVWDWHGDV³FROOHFWLYHEOLQGQHVV
WRD ULVNDQGXQFHUWDLQW\´+H LV DOVR IRXQGHURISURVSHFW WKHRU\ZKLFK
FULWLFLVHV WKHYDOLGLW\RIH[SHFWHGXWLOLW\PRGHORI UDWLRQDOFKRLFH WKHRU\
$OWKRXJKPDQ\VFKRODUVSUHVHQWHGWKHG\QDPLFVRIEXVLQHVVF\FOHVDQGWKHUH
LVQRGUDPDWLFVKLIW IURPWKHEXVLQHVVF\FOHIUDPHZRUNHQWUHSUHQHXUVVWLOO
WHQGWRLQYHVWRQKLJKHUSULFHVRISHDNPDUNHWZLWKYHU\KLJKULVNRIPDUNHW
FROODSVH&RODQGHUVWDWHGWKH³V\VWHPDWLFIDLOXUHRIHFRQRPLFSURIHVVLRQ´
ZKLFK LVEDVHGRQ WKH LOOXVLRQRIFRQWURO7KHPDLQVWUHDPHFRQRPLVWVDUH
XVXDOO\¿JXUHGE\KLQGVLJKWELDV
,Q WKH ODVW ILIW\\HDUV WKHUHDUHVHYHUDOVWRULHVRIPDUNHWFUDVKDQG ORVV
RIYDOXH LQD IHZPRQWKV7H[WERRNVDUWLFOHVDQGDFDGHPLFSDSHUVKDYH
LQGLFDWHGWKHQDWXUHRIIUHLJKWPDUNHWVZKLOHNQRZOHGJHWRDFWLRQDV\PPHWU\
FDQEH IRXQG LQPDUNHW VWDWLVWLFV\HW'XUX LQGLFDWHGDQH[DPSOHQHZ
EXLOGLQJFRQWUDFWV+LVVWXG\FRQFHSWXDOO\SUHVHQWHGWKHH[LVWHQFHRILUUDWLRQDO
EHKDYLRXUZKLFKDFFRXQWVIRUWKHLPSDWLHQWFDSLWDO7KHLPSDWLHQWFDSLWDORI
VKLSSLQJEXVLQHVV LVDQ LQGXVWULDOSUREOHPZKLFKPDNHVVKLSSLQJDVRUWRI
YHQWXUHFDSLWDO6LQFHWKHIUHLJKWPDUNHWVDUHFRQVLGHUHGDVRQHRIWKHPRVW
SRZHUIXOOHDGLQJLQGLFDWRUIRUJOREDOHFRQRP\WKHLQVWDEOHQDWXUHRIVKLSSLQJ
.LU]QHU
.DKQHPDQSS
&RODQGHUSS
'XUXSS
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,UUDWLRQDO([XEHUDQFH2YHUFRQ¿GHQFHDQG6KRUW7HUPLVP
.QRZOHGJHWR$FWLRQ$V\PPHWU\LQ6KLSSLQJ$VVHW0DQDJHPHQW
EXVLQHVVDOVRLQÀXHQFHVWKHUHVWRIWKHHFRQRPLFOLIH
([WUHPH'HPDQGDQG3ULFH%RRPVZLWK&ROOHFWLYH%OLQGQHVV
,Q WKHFODVVLFDOVXSSO\GHPDQGIUDPHZRUN LQFUHDVLQJGHPDQGLVXVXDOO\
WKHVRXUFHRISULFHERRPVLQFDVHRIVKLSSLQJEXVLQHVV6XSSO\VLGHVKLSSLQJ
ÀHHWFDQQRWEHH[WHQGHGLQDIHZPRQWKVJHQHUDOO\DIHZ\HDUVDQGVXUSOXV
GHPDQGWULJJHUVHQRUPRXVUDWHRI LQFUHDVH LQIUHLJKWUDWHV ,QFDVHRIVKLS
EXLOGLQJDVLPLODUFRQFHSWH[LVWVVLQFHVKLS\DUGVFDQQRWEHJHQHUDWHG LQ
IHZPRQWKV,IZHORRNWR WKHQHZEXLOGLQJFRQWUDFWDQGSULFHVWDWLVWLFV LQ
WKHODVWGHFDGHWKHUHLVDKLVWRULFDOSHDNDWQHZEXLOGLQJFRQWUDFWVDQGDOVR
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LPEDODQFHGXWLOLVDWLRQRIDVVHWV'XHWRWKHKXJHYROXPHRIRUGHUERRNPDUNHW
FUDVKGUDPDWLFDOO\LPSDFWVWKHVKLSSLQJVHUYLFHVDQGOD\XSRYHUVXSSO\RU
RUGHUFDQFHOODWLRQVORVVRIFDSLWDODQGRYHUVXSSO\RIVKLS\DUGVPD\DULVH
DFFRUGLQJO\7KHWKHRU\RI LUUDWLRQDOVKLSSLQJPDUNHWV LVSURSRVHGWRGUDZ
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